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If the scale of prices in any country is higher than will permit of trade being carried out as if under a system of barter the necessary adjustment must be, and will be, carried out in some way or other.
In such case, more commodities will be imported into the country where prices are too high than would exchange under a system of barter* for the commodities that are exported. Consequently the exchange will fall in order to stimulate exports and reduce imports, and if a slight fluctuation has not the necessary effect the exchange falls until specie point is reached and gold is exported. The reduced quantity of gold in the one country and the increase in the other, cause a readjustment of the scale of prices in the respective countries so as to permit of trade being carried on as if under a system of barter; in other words, trade always proceeds in accordance with economic
advantage in that trade increases.
England lost a portion of her relative advantage when foreign nations were able to send her wheat in large quantities at lower prices, but, economically, she was a gainer.
A country which imposes a high protective tariff raises its general scale of prices, and may in the sense in which the phrase " relative advantage" has just been used improve its relative advantage in international trade, but, nevertheless, it suffers an economic loss. It may possibly exchange its exports on better terms than before with foreign countries, but the reduction in the total quantity of commodities so exchanged more than counterbalances the gain, and the loss to the whole community takes the form of a greater rise in prices than in wages. " Relative advantage " is not a phrase which has been iiappily chosen to express what is meant.